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coal to liguid fuels. Hydrocarbon Research estimates that
when completed the total project will cost about $80 million,

The H-Coal project is a Government/industry cost-sharing
venture. Energy Research is contributing about two-thirds c¢f
the cost and five industry participants are centributing the
remaining eonc-third., In adeition, Kentucky, the Staet in
which the plant is to be located, i3 contributing about 55
million to the project in cash and cozl. The Stcete's con-
tributions proporticnally reoucer the ndustry 2nd Government
share of the cost.

In 1665 the Otfice of (oal Research started sponsoring
the development of the H-~Cocal process. It spent about $1.7
million on the process over the next 2~}/2 years incluging

- - K
$120,000 for the ceonstruction of a 2-1/2-ton per day process
development unit. In September 1%67 Government sponsorship
ended because of budgerary limitations Hovever, betveen
1967 end 1973, Hydrocarbon Research ,nu five industry partic-
ipants continued work on the process at a cost of about $6.8
million.

In June 1973 Bydrocarbhen Pecearcn sulbmitted o nronczzal
to tle Office of Coel kesearch for the cesien. constructior,
and operaticn of & 60({-ton per duay pilot wlant using the
H-Ccal process (H-Coal pilot plant). In ".ay 1%%4 Coal fe-
search authorized dydrocarbon Reswarch o beain plant desian
work, to conduct a laboracory resear oh proaram, tc recommend
a plent site, and o provide envircamental data on the
recofmenaed sive Shortly therecfter, 't entereg into a
cost-plus-fixed- Faﬂ coptract with Hydrocarboen Reseerch ‘o

carry cut this work and to develop onG provide to the Cifice
ol Ceal Research {1) inforration aau¢ cata {or an independent
econcmic evaluation ana technical feasibility study of the
H~Coal process ana (2] a management nlun containing ecom-
mendations on recessarv pilot plent opcrations. The cas+

0l pertorming this worh 1L €SLiRalOG b abioul $t.l milliun,
knergy Research plans to award contracts for constructing
sna operating the H-loal piloc plant later ana expects thet
such a facility will be completes by 1979,

Proiect status

As of March 27, 1975, desi:n work on the pilaot plant
was about 25 percent complete ang approximately $5.4 million
nag bcen obligated of which §3.5 *illion huv peen evpendnd.

& Ly PR L
Qi the total amount expended, E

i
$1.9 million, Kertucky S0.75 mil
pants $0.9 million.

n, and przvgte part1c1"
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Plant site selactiorn

The Qffice of Coal Resgesarch recuested the five H-Conl
project participants to submit sites for the pronossed Gemon-
stration plsnt. Three carticipants cilere¢ sites. Ashlond
01l offered a site adjacent to its refirery at Catlettsbura
and an alterrnctive cite I miles from the refincry {thin
latter location was not incliadea in the site evaluations);
Standard 01l of Indiana cfifred a site in Lood River,
Illinois; and Svn Oil offerea a site in Tulse, Oklahona.

The Office of Coal Research had no forral ouidelines
jor selecting sites for pilot plants at the time the H-Coal
plant site was chcsen. The evaluation or the three proposad
sites was based upon cost factors ana methedoloay aeveloped
by the contractor, hyurocaronon Researcnh. The Ofiiice of Coal
Research instructed the contractor to follow two general
criteria in ev: uvatina the three sites: tne Incation had
te oo environmentally acceptable anu shouls be the least-cost
site.

In its site evalnaticn,; the contractor had determined
that from an environmental conbluereLlon, the three wvrocosen
ivcaticns were coseonticlily ofusi.  Liter uhe {atiettziiurg
sivc was selecteuw, the Office of (Coal Research drepéared o

detailec analysis of the notentizl envircnmentszl

S §ishXe ¢
the proposea plant. It getermined that the d-Coal pil

plant at Catlettsrcurg woulou not consuitute 2 mosor Federgd
action sianificantly affzcting the cuzality of the husorp
environment and theretore it would rot bo necegsary te file
an environmental 1mpact stetement pursuent to the Jdational
Environmental Policy act (42 (.5 C. 433Z2(2)(c)). Our work
dio not include a review of hc above determinztion or
whether this determination complied with the iTatiocnal
Environmrertal Pclicy Act.

e countrector's site eveiuwatllonl were DS oOr
questionnaires completes oy the tnhrce oil compenies aug .G
visits were maae by an evaluation team. According to the
H-Cecal Project Director, the site evaluation team reviewrd
its analysis with the three ccmpanies. iHowever, he satid
that because of the proprietary neture of some of the

company cost data involved, only eagygregete cost figures
were reviewed with esch company.

The Office of Ceal Research anticipated that the Statces
where the proposed sites were located would offer to con-
tribute to the project. However, Coal Rercearch did not
et & cutoff gate for the acceptance of State offers and
the only guidance it gave the contractor in handling State

BEST DOCUMENT AVAILABLE
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contributicns wag tnat thry werc nct tc be solicited. Bv the
July 17, 1874, :ite selection recorrenaaticon, tne Governor of
hentucky, under autheritv granted nim by the State lecicla-
ture, had made 2 firm commitment of $7.98 milliocn in cash

and ceal centributions to the project; Oalahoma throuagh its
Coverner and legiglative lca-ers nad indicatea that it
would seek to appropriate up to sl mllllOl for the project:
ant a reprgsentatlve of Illingis had indicated that iris

State woula otfer a countribution at a later date.

The site evaluagtion team aetermines that the Tulse
luvcaticn was the least-cost site irom e technical stanapoint,
dowever, whon the <valuation was aojustec to incluce State
contributions, ths contractor cetermined that Catlettsburag
was the least-coust site.

The July 17, 174, site recommerdztion compared the
estimated operating ana cagital costs of the three sitecg
under operat.nd moues covering a 2- to 3-vear period.
Accoraing to the recommendation, on the averaqge, the
Catlettsburg lccatlion woula cost ebout $4.48 million less
then lulsa ana about 38.51 million less than wwecod Kiver.

The Project Director told us that 1ulsa would have been
recommendea for the plant cite had 1t nct ceen {or the State
contrivutioys. Energy kescarch officiels teld us that they
"have no off'ciel rc. tion gnowing wnich 3i1te would have Leen
selected if 3tate contributions had rct besn f{actored into
the site eviluations., Accorgirg to then, elimination of
State contrioutions as a factoar in the site selection would
reguire a reevaluation c¢f the tnree sites. ‘They said that

such a re~w=]lustion woulc take 2 to 3 montns.

Cn July 17, 1974, tne contractor recommended that Cosl
kesearch arnprove Catlettsburg ss the site for the pilot
iart, However, C! Septoerber 27, 1v%¢, vetcre tle
Catlcttcbura site haa oecen approved by Coal hesecarch,
Illinois offered a contribution valued py the contractor at
$11.1 mislion. Coal Research directed the contractor to
reevaluate the sites in light of the Illinois offer.

In accordance with 1its May 1974 authorization from Ccal

Research, the contractor nad been working on the pilot plant

since tre July site recommenoation, Therefore, in itg re-

evaluation of the three sites, the contractor incluced delay
sts it estimated woula be associated with chanaing the

proposed plant site from Catlettsbura to Wood River,
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The labor productivity rates were also reexamined and
adjusted auring the reevaluation. Productivity f{actors are
a mz2thod of ccmparing the amount of work preduced in one
area to that produced in another durinc the same perioa, The
preoductivity factors usea by the contractor for each of the
three proposaa sites 1in its July evaluation aid not vary
considerably. However, 1n the reevaluction of the preposea
sites after the Illinois offer, the c¢ontractor used
different productivity factors which uid vary conciderably.
1t obta:.ned these factors from a major engineering corpora-
tien that bad participated in & confidential July 1974
industry survey on productivity. The survey snowed a pro-
ductivity factor of 2.00 for Wooda River, 1.30 ftor Catletts-
burg, and 1.20 for Tulsa. Those productivity tactors wore
basea on the t:me r_aquired to perfcri 1 standerd man-nour
of work on the Guli Coasu from 1562 to 1963. Feor exaaple,

accordina to tne survey, {or wood River it would take 2
mAarmwnAatire im 3V TA kn rmaviasem 1 o manmch;miire 6 mcvisvasal mmd gt
nia: ilvul o ril 77T v [ ASR T e 1 ES Qi PRAS RN Y] L CUUILVCOC iUl o w X
on the Guli Coast from 1962 to 1963,

ordina o the cuntraciorts ri-Tool

ractor was awsre that toe original productivity
factors were nout realistic at the tiure of the July recom-
mendation put aia not cnhnanae therm because they woula not have
chencea the site recommendation., we veritlioed tnis gtatement

Projeci bDitactor

T

by apr I}*nn the reviceu oroguctaivity foactorg to the
contractor’s computaticns in tne July evalustion yeport.
In a letter to Coal Research cated Octuber 21, 1974,
the contractor reitergted its eariier 1ccoraendation that
the h-Ccal pirlot plant be constructed in Catlettsburg. On
Nevember 4, 1974, the Secretary of the Interior announced
the selection of Catlettspburg as the site for the #H-Cecal

pliot plant.

Catlettshurg plant site

Thn Lar:iattrochinrns citn 1 lAacrabrard novi a6 +ho Rism Candu

The Catiotisburg site is located next to the Big Sandy
River aujacent to Ashlend 0il's Cetletisburg keflnery.,
Aderial photographs ot tho proposea site are enclosed.

The gite 1g separatea from the rnf:nar\/ by Intergtate

. However, Kentucky has agreel to butld an access
road from the pilant site Lo a rood whici passes under Inter -
state dighway 64 anu leads to the refinery. <Cost ol this

—
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road was not included in the site evalustion or in the
contractor's evaluation of Kentucky's financial and coal
contributions,

The Catletisburg s

e is approximately 40 acrecs. The
upper 12 acres of the e is

i
is subject to inteimediate
regional floodtng (once every 100 yearc) and the lower 2§
acres 1t subject tc seascnal flooding. The H-Coal pilot
plant will be butlt on the lower 28 acres and will reaquire
the consiruction of a aike. 31 feet high and 2,500 teet long,
to prcetect it. No such dike construction would be required
at the other twe stites., The dike will cost approximately
$775,0600 excluding fi1l material which will bLe provided by
Kentucky at rno cost to the project. The cost of dike con-
struction was inciuucd in the cvaluation of the three sites.
However, the till material was not included in the site
evaluation or in the contractor‘s evaluation of Kentucky's
contribution. Accurding to the H-(oal Project Director,

once the dike is built, the risk of economic ioss from
flooding at the Catlettsburg site will be no greater than
that ot the Tulsa site which is located behind an Arkansas

Birver loveo
Kiver levee,

itn the ectablishment ot ch, the Division
of Co2l Conversion 2nd u:zliza* c nergy Re-
search's overall site selection quia el ines. ‘I'ne guidelines
list various factors Lo consider 1in selecting the site for
all types of construction projects, ‘these factors include
such things as economics, environmental, and seismic

acceptability, end availability of manpower.

Energy Research plans to start construction of at least
two coal conversion pilot plants within the next 3 yearc.
Lnergy Rcsearch cfficiels enphesizel that 10 OVErci: C..oe -
lines would be used to develop specific c-iteria for
selecting the site for eacn of thesce two pilot plants. In
a””’kiCﬁ, they ctatru that &s part of their determination of
the overall economics of @ site, State contrinutions would be
considered to their fullest extent.

Althounanh our review revealed no basis for di wit
the Catlettsburg site selection, the site selection cuide 1..ec
recencly adopred by the Division of Coal (onversion and Utili-
zation, il followed, snculd atford 3 better basis for evaluating
vhe propriety of such site selections in the future,

ca e it e e ey whiDE TYUSTRE
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¢ discussed the contents of this repor with Eneruy
kesearcn oificials and their commonts have been considered
in tirnalizing this report.

Comptroller General
Cf 5o H-—E' A

2
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APPENDIX I

3. Pt Posnrings
Cleck

®ffice of the @lerk

M. 3. House of Representatives
Washington, B.Y. 20515

June 1, 1971

Honorable Elmer B. Staats

Comptroller General of the United States
General Accounting Office

Washington, D. C.

Dear Mr. Staats:

I would be grateful if you would conduct an audit of
the House Recording Studio and the Office Equipment Service of
the House of Representatives for Fiscal Year 1971.

With kind regards, I remain

Sincerely,

FANINGS €Zer
i gpresentatives

WBJ:el

U.S. GAO, Wash., D.C. 15





